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Problems With the New Prescription Drug Benefit

Private Insurers

In order to be viable, I believe that a prescription drug benefit must be added directly to Medicare and provided just like fee for service benefits. Under H.R. 1, however, beneficiaries who want prescription drug coverage will have to rely on private insurers -- who say they have no interest in offering drug-only policies because they would not be actuarially sound -- or join a Health Maintenance Organization that also provides prescription drug coverage. Advocates for this approach claim that these private companies will provide seniors with more choices, but I am concerned that the choice most seniors will be left with is a choice between medications they can afford or the right to visit their own doctor. 

Doughnut Holes in Coverage
The structure of the prescription drug benefit in H.R. 1 leaves a gaping hole in coverage that will affect more than half of all seniors. Once a beneficiary meets a $250 deductible, the plan will cover 75% of drug costs up to $2,250, but prescription expenses over $2,250 will not be covered at all until they reach an annual out-of-pocket cap of $5,100. As a result, if a senior needs $5,100 worth of medication, he or she will have to pay $4,020 in order to get it. I don't think that is the type of coverage Medicare beneficiaries expect or deserve. 

Health Savings Accounts
H.R. 1 also includes $6.7 billion for Health Savings Accounts (HSA), which are tax shelters that allow people to put money away on a tax free basis as long as they use the funds to purchase a high deductible health insurance policy. This proposal is geared toward people with high incomes, and it creates an unprecedented tax loophole that would undermine existing employer coverage and add to the ever-growing number of uninsured. I believe that these funds could be better spent improving the paltry drug benefit in H.R. 1. 

Premium Support
I have serious reservations about the premium support provisions of H.R. 1 as well. Currently, seniors pay the same premium for Part B services regardless of where they live. H.R. 1 includes a voucher provision, commonly referred to as premium support, that would require the traditional Medicare fee-for-service program to compete against subsidized private plans in "demonstrations" involving millions of people. This change would allow premiums for the traditional Medicare program to vary by region and relative to those charged by private plans beginning in 2010. 
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